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This mid-monthly issue of World is compiled from exclusive cables from our correspondents. 





The chances are that the US, before the end of 1954, will be engaged in a shooting war in 
Indo-China. 


That is the real meaning of Secretary Dulles’ statement that Communist China is “com- 
ing awful close” to the open intervention which, he had warned previously, would lead to “grave 
consequences.” Ominously, while he repeated his call for “united action,” he refused to rule out 
action by the US alone. 


Even if, as is highly likely, Great Britain, Australia, New Zealand, and the free Asian na- 
tions cooperate in the struggle, the economic and political facts of life will, just as in Korea, 
impose the major share of the burden, in both men and materiel, on the people of the US. 


To grapple with this situation—above all to prevent it from expanding into World War 
Ill—-is the crushing burden laid on America’s leaders and diplomats. In short-range importance 
their task transcends even the hydrogen bomb, and challenges the complacency of every US 
citizen. 

There are only two alternatives to open US entry into the war: abandon the area to com- 
munism without further struggle, or, at the forthcoming Geneva conference, make concessions 
that will induce Communist China to end its support of the Viet Minh forces. 


The first, in the light of Secretary Dulles’ call for “united action,” can be ruled out en- 
tirely. The second is highly unlikely, despite pressure from our allies, in view of the Eisen- 
hower administration’s adamant opposition to either recognition of the Peking regime or its 
admission to the UN. 


Reports reaching WORLD from inside Red China state that Mao Tse-tung and his col- 
leagues are equally determined not to back down. A huge Chinese “volunteer” army, some of 
whose red-starred uniforms were tailored in Hong Kong, is poised on the frontier, ready to 
enter the conflict the moment there is direct US intervention. 


Secret Allied intelligence reports state that some regular Communist Chinese units have 
already arrived in Indo-China but so far have confined their activities to rear areas. 


The Communist Chinese press and radio is preparing the population for new develop- 
ments by painting the US as an “aggressor” planning to turn Indo-China into “another Korea.” 
The stories and broadcasts add that Red China is “ready,” and that 3,750 officers of field grade 
and above, including 50 division commanders, have completed special training at Moscow’s “Far 
East Military Training School” and are “prepared to meet future possibilities.” 

There is little doubt that France, despite the heroic defense of Dienbienphu and the wish- 
es of such commanders on the spot as General Navarre and Brigadier General de Castries, will 
insist at Geneva on peace at almost any price—unless the US agrees to send fighting troops as 
well as further financial and material aid. 

An intimate of Pierre Mendes-France, Radical Socialist leader considered likeliest new 
Premier if France turns to the Left, told WORLD: 


“Only American soldiers can change the situation. 


“The belief in US quarters that the West can train a Viet-Namese army to defeat the 
Viet Minh is a dangerous illusion. The officers and men would desert in droves.” 


The editor of the pro-US daily Le Monde, summing up the prevailing viewpoint, said: 
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“French diplomats must try to persuade Congress that no success is possible in Indo- 
China without American intervention, which most likely would provoke Chinese intervention. 


“This choice should long ago have been put to the American people: either take our 
place in Indo-China, or help us negotiate. This question must be answered before Geneva, for 
on the answer depends success or failure.” 


I Throughout the Far East the belief is growing that US air and naval units, at least, 
will be participating openly in the Indo-China conflict by October, when the summer monsoon 
rains come to an end, and that, if this takes place, ground forces sooner or later will move in. 


Significantly, the US Air Force has offered to fly American correspondents to Indo-China 
to permit them to “get the real story before the American people, so that, if they get involved, 
they will know what it’s all about.” Previously, Air Force transportation had been refused cor- 
respondents on the ground they should not “intrude” in another country’s war. 


A high official of a friendly Asian nation warned WORLD that even active US interven- 
tion would not be sufficient, by itself, to save Indo-China permanently from communism. He 
said: 

“The US must be absolutely realistic. Besides committing its armed forces, it must take 
the following steps in order to win: 


“1. It must disown Viet-Namese Chief of State Bao Dai. 
“2. It must bluntly tell France to renounce any hopes of remaining in Indo-China. 


“Only thus can the bulk of the Viet Minh troops, who are nationalists and basically 
anti-Communist and anti-Chinese, be won over.” 

. e * 

WORLD can state that the US, in a brilliant diplomatic reversal designed to cut the 
ground from under the present Soviet political offensive in Western Europe, is considering 
dropping EDC in favor of a military cooperation plan that will be more acceptable to France. 

The new scheme, instead of integrating the West European armies into one unified force, 
would permit each one to remain an autonomous national unit, joined in coalition with the oth- 
ers under a common planning staff—which would become a functioning command general staff 
in time of war or emergency—and with a common supply organization. 


This would meet the objections of EDC’s bitterest French opponents, Marshal Juin and 
General de Gaulle, and would have clear sailing in the French National Assembly. 


Confidential discussions on the details of the substitute plan are now under way, 
WORLD has learned in Paris and Washington. 


Top American officials in Paris, from NATO commander General Alfred M. Gruenther 
on down, have been persuaded that, even if EDC could be jammed through the French Nation- 
al Assembly, it would be at the price of wrecking the Western Alliance and threatening France 
with civil war. 


They are convinced that, by embittering a very large minority—if not majority—of the 
French people, ratification of EDC in its present form would place an intolerable strain on 
Franco-American relations and drive a permanent wedge between France and West Germany, 
already at odds over the Saar. 


General Gruenther himself is said to have transmitted these representations to Presi- 
dent Eisenhower, one of his closest friends. 


The new scheme will be even more acceptable to W est Germany than the original form 
of EDC, since it will inevitably lead to the formation of an autonomous West German army 
no matter what Allied controls remain in force. Bonn’s main interest is in ratification by France 
of some form of military agreement, since on this hinges the legal implementation of the con- 
tractual agreement (in force de facto since 1952) virtually restoring West German sovereignty. 
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Great Britain, which has loyally supported the US efforts to bring about ratification, 
also will cooperate by promising to keep her troops in Germany as long as the present threat 
to Western Europe necessitates the continuance of NATO and SHAPE. 

* * - 

The “new look” in Soviet foreign policy is the result of the effort to establish a balance 
of power in Europe. 

WORLD has learned that Allied diplomats in the chief European capitals are convinced 
that Moscow, for the present at least, has no thought of military dominance of the Continent 
but would settle for the lesser goal of maintaining the status quo. 

The first sign of this, the diplomats say, was evideni at Berlin, where Soviet Foreign 
Minister Molotov strove sedulously to convince the West that he was prepared to make genuine 
concessions. 

The second indication, according to our sources, was the offer to join NATO, which if 
fundamentally a cynical power politics gesture, had overtones of sincerity. 

They listed the following reasons for the apparent Soviet shift: 

1. Realization that, in EDC or out of it, West Germany will shorily rearm, which will 
largely nullify the Red Army’s present preponderance of ground forces. 

2. Desire to achieve European stabilization to strengthen its hand in—and enable it to 
devote all its attention to—the mounting crisis in the Far East. 

3. Realization that the peoples of the world have become aware of the awful potenti- 
alities of hydrogen warfare, and that not even the docile and slave-driven Russian people— 
whose sons make up the Army—will tolerate a regime which precipitates their own desiruc- 
tion. Only this can explain, the diplomats say, the diffusion by the Soviet press of reports of the 
effects of H weapons. 

4. Realization that the West, through Washington’s new flexibility in Europe and firm- 
ness in the Far East, has achieved a new “position of strength.” 

Furthermore, the USSR cannot risk direct involvement in a major war—and a European 
conflict could hardly develop into anything less—while the internal struggle for supreme power 
among Malenkov, First Party Secretary Khrushchev, and the Red Army marshals continues. 

The Soviet attitude at Geneva and at the proposed “Big Four” talks to explore the im- 
plications of hydrogen weapons is expected to furnish the first test, on the concrete level, of 
the USSR’s “new look” military policy. 

* . s 

The almost universal reaction to the new Soviet military line, WORLD correspondents 
have found, is that it is purely a tactical maneuver. 

Significantly the Yugoslavs, who from bitter experience claim to know all about how 
Moscow operates, are most emphatic on this point. They claim that the masters of the Kremlin 
still expect eventually to dominate the world. 

Top Belgrade officials assert that the primary purpose of the change is to allay French 
fears and strengthen French neutralism, thus weakening the West just as it is growing stronger. 

President Tito’s supporters nevertheless welcome the new development, since they con- 
tend that genuine European collective security can never be attained so long as either the USSR 
or the great Western powers hold a dominant military position. 

7 * * 


Straw in the wind: The Cuban Embassy in London, present tenant of No. 28, Hyde 
Park Gate, has been asked to vacate the premises by July 31 at the latest. 


The house is the private residence of Prime Minister Sir Winston Churchill. 
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WHAT'S AHEAD FOR WORLD BUSINESS: 


As the second quarter of 1954 gets under way, many foreign nations are feeling the ef- 
fects of the American “recession” in reduced orders from the US. And, with fewer dollars to 
spend, they are cutting their purchases of US goods, or getting ready to, as an emergency meas- 
ure. US exporters have other troubles too. Most European manufacturers can get favorable 
government loans and can thus offer easy terms of payment to overseas customers, putting 
US industry at a disadvantage. Also, many foreign producers are able to undersell Americans. 

How is all this going to affect exports of the major US manufacturing industries in the 
next nine months? Will they be able to sell as much in 1954 as they did in 1953? To find out, 
WORLD checked with the men who hope to make the sales, and with the countries which 
will have to do the buying. Here is an ir@ustry-by-industry report on the export outlook: 
MACHINERY—The competition from foreign manufacturers—particularly British and West 
German—is getting brutal. Their main advantage seems to be the ability to grant more favor- 
able government-backed credit terms. With luck, US exports should decline less than 5 per cent. 


PLASTICS—Lack of dollars is hurting US sales in general and lower foreign prices may hurt 
some of the older plastics. The industry, however, looks for sales of new US plastics to help 
make up for any loss of orders for the “standard” line, so the year could almost equal 1953. 


MACHINE TOOL—Inability to meet the credit terms and lower prices offered by Europeans 
will cut into US exports. This country may have to settle for the smaller, high quality market 
because of the price problem. Sales abroad are not expected to come near 1953, and will prob- 
ably be at least 10 per cent under last year’s export volume. 


STEEL—The competition is going to get rougher as the European mills push their excess pro- 
duction in foreign markets. Again, the dollar shortage, competitive price position, and better 
credit terms will help the foreign mills, but US sales shouldn’t be down more than 5 per cent. 


GLASS—Lack of dollars abroad will keep sales below what they might be, but volume should 


be at least as great as last year, due primarily to seperior US manufacturing skills in some sec- 
tions of the industry and some new products not available elsewhere. 


TEXTILES—The growth of finished-goods plants in many of the “underdeveloped” nations 
will again cut into US sales. So will the dollar problem, since many former US customers are 
now able to buy their textiles at home or in soft-currency markets. US exports will probably 
drop 5-10 per cent below 1953, with no immediate relief in sight for most manufacturers. 


TIRES—Increases in the sale of large tires (used on trucks in various construction projects) 
are looked for because of the continued industrialization and development of the backward na- 
tions. Most foreign plants can’t fill this demand, but US sales of tires for passenger cars will 
probably decline 2 to 5 per cent from the 1953 figures due to new production abroad. 


AUTOMOBILE & TRUCK PARTS—A drop is expected because of inereased competition on 
every continent. The industry hopes sales won’t be more than 10 per cent below 1953. 


ELECTRICAL EQUIPMENT—There is heavy competition in Europe for orders placed by the 
many nations bent on electrification. The fact that manufacturers in other nations are willing 
to take payment in soft currencies, can give longer credit terms, and in general offer lower 
prices, keeps sales of US equipment down. However, because the demand for this sort of equip- 
ment is so great all over the world, exports from this country in 1954 stand a good chance of 
equaling last year’s total, but sales would be greater if prices were lower and credit longer. 


CHEMICAL MACHINERY—Demand for US-made products in this field is still big, but foreign 
competitors, offering lower prices, easier credit, and willing to accept part payment in soft 
currencies, are seriously affecting US sales. Exports in 1954 may be 15 per cent below 1953. 


Tk. Sautas 
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